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Introduction
During the last three decades of the 20th century, self-employment tended to increase its share of non-agricultural civilian employment what entailed an important source of job growth in many OECD countries (OECD, 2000) . However, there is no evidence of any convergence in the rates among countries, see Figure 1 . In 2005, the share of self-employment in total employment varied from around 6 per cent in Sweden and Denmark to almost 36 in Greece, which clearly reflects the considerable diversity among countries (OECD, 2008) .
Examining the determinants of self-employment is important because governments frequently foster self-employment. Policy makers provide subsidies to set-up and to remain self-employed given special attention to some groups, including young people, minorities and women. In Australia, France, UK and US, for example, government programs provide easier access to finance, training, and networks of contacts such as transfer payments to the unemployed while they attempt to start businesses, they also provide loans to small businesses, and even exempt small businesses from certain regulations and taxes. In spite of the widely held view that small firms are the greatest creators of jobs, Birch (1979) , small firms also disproportionately destroy jobs, Davis et al. (1996) . Additionally, there is no evidence that the increases in the self-employment rate increased the real growth rate of the economy, Blanchflower (2000) .
Researchers have looked for several determinants of self-employment, including economic factors such as lack of capital (Evans and Leighton (1989) , Evans and Jokanovic (1989) ), the existence of an inheritance or gift (Blanchflower and Oswald (1998) , Holtz-Eakin et al. (1994a,b) , Laferrere and McEntee(1995) ). 1 Less work has been done on the study of the influence that institutional factors have on self-employment. For example, Blau (1987) studied the role of minimum wage legislation; Quinn (1980) analyzed retirement policies; Long (1982) , Blau (1987) and Schuetze (1998) focused on the effect of tax systems and Borjas and Bronars (1989) studied the impact of immigration policy. In this paper, we present evidence that culture also has an important influence on selfemployment decisions.
Following the definition of culture offered by Fernandez (2007) , we conceptualize culture as a set of beliefs and preferences that vary across time, space, or social groups. Although most economists would agree that preferences and social norms are important determinants of behaviour, it is common practice to take these preferences as given. Fernandez (2007) argues that this tradition is driven mostly by the difficulty in rigorously disentangling the effects of culture from institutions and economic variables. The interrelationship among institutions, economic conditions and norms is the source of this difficulty.
To separate them, we examine self-employment patterns of second-generation immigrants in the US. Since second-generation immigrants are by definition born in the US, they all live under the laws, institutions, and markets of the U.S. However, because the attitudes of these children of immigrants are likely to reflect the attitudes of their parents and ethnic communities, differences in self-employment patterns by country of origin can be interpreted as evidence of the importance of culture.
In our empirical analysis, we use the 1970 U.S. Census to estimate the probability that a second generation immigrant residing in the US in 1970 is self-employed based on a cultural proxy, the self-employment as a share of labour force, obtained from the OECD Labour Statistics. Our results suggest that culture does play an important role in explaining differences in self-employment. This result holds even when controlling for a list of socioeconomic indicators typically associated with self-employment as well as state fixed effects.
Our results contribute to the growing literature on the effect of culture on economic outcomes. Using methodologies very similar to ours, fairly recent studies have examined the effect of culture on savings rates (Carroll et al. 1994) , female labor force participation (Antecol 2000) , fertility and female labor force participation (Fernandez and Fogli 2006) , and living arrangements (Giuliano 2007) . We add to this work by presenting evidence of the importance of culture on self-employment decisions.
The paper is organized as follows. Section 2 describes the empirical strategy. Section 3 describes the data. Section 4 presents the main evidence of the effect of culture on an individual's selfemployment probability. Section 5 shows robust checks and Section 6 concludes.
Empirical Strategy
Our empirical approach makes use of the fact that second generation immigrants in the US are all exposed to the same markets and institutions. If cultural norms do not matter, then we may expect that self-employment in countries of origin should have no effect on self-employment of secondgeneration immigrants in the US. Correspondingly, cross-country differences in self-employment rates among second-generation immigrants can be viewed as resulting from differences in culture.
Thus, the analysis exploits variation in self-employment rates by country of origin to identify the effect of culture in employment decisions.
The following equation forms the empirical framework of this analysis. An alternative strategy often used in the literature would be to include dummy variables for the various countries of origin instead of controlling directly for the self-employment rates in these countries. The benefit of this approach would be that it does not require a linear relationship between the cultural proxy and self-employment. However, this technique does not allow for a clear specification of how culture matters. Evidence suggests that the two approaches lead to similar conclusions.
Data
To conduct the main analysis, we utilize the 1970 U.S. Census Form 2. In 1970, it was the last time Census responders were asked for their parents' countries of birth. Our sample consists of secondgeneration immigrants who are part of the labour force. We define a person's country of origin to be the country of birth of whichever parent is foreign-born or the country of birth of the father if both parents are foreign-born.
Our dependent variable is an indicator for whether a second-generation immigrant's current work status is self-employed. Previous research on the self-employment experience of immigrants focuses on differential in self-employment rates and earnings between immigrant and native-born, see Borjas (1985 Borjas ( , 1986 Borjas ( , 1987 Borjas ( , 1994 Borjas ( , 1995 and Lofstrom (2002) . This is problematic since nativeborn group includes second-generation immigrants which can be influenced by their own immigrant parents.
Our measures of culture are obtained from the OECD Labour Force Statistics. The OECD provides yearly data on total self-employment and on labour force for various countries which are used in the analysis. Our final sample consisted of 48,279 individuals and 19 countries of ancestry. These are reported in Table 1 .Self-employment jobs are ones where remuneration is directly dependent upon profits, and incumbents make operational decisions or are responsible for the welfare of the enterprise. "Self-employed" refers to the sum of "own-account workers" or self-employed without employees, and "employers" or self-employed with employees. What we expect is that the differences among self-employment rates of second-generation immigrants mimic the differences among the self-employment rates of their respective counterparts in their country of origin. Our first measure of culture is the self-employment rate in 1970 in the person's country of origin, defined as the ratio of self-employment to labour force. There may be other differences between second-generation immigrants of different ancestries, unrelated to cultural attitudes toward self-employment, which may explain differences in selfemployment rates. We use as controls in the analysis age, gender, marital status, and educational attainment defined using dummy variables for high school graduate, some college, and college graduate. Table 1 presents descriptive statistics of these variables. We order the ancestries (country of origin) from higher to lower self-employment rate, defined as a share of Labour Force, in the year 1970 shown in Column (2). The self-employment rate in 1970 shows large variation across countries: from 52.38% in Greece to 8.34% in UK. Ancestries from countries such as Greece, Japan and Italy maintain the highest self-employment rates from 1970 to 1990. Averaged across country of ancestry, 9.8% are self-employed. Our sample of second-generation immigrants is on average 44.8 years old (with a standard deviation of 4.5 years). Second-generation immigrants from Australia and New Zealand tend to be younger than other groups suggesting a relatively more recent arrival of these groups to the US. About 30% of the second-generation immigrants have at least a college degree. They ranged from a low of 24% for Portugal to a high of 38.6% for New
Zealand. Second-generation of immigrants also tend to be married, about 72.2%, from a high 78.4%
for Japan and Netherlands to a low 46.8% for Australia. Table 2 reports the estimates for the main specification in the model with self-employment as the dependent variable. As can be seen in the first column, the self-employment rate, defined as the ratio of self-employment to labour force, in one's country of origin in 1970 is positive and significant.
Results
Given that many person-specific characteristics have been found to be associated with selfemployment, if second-generation immigrants from countries with high self-employment rates are more likely to possess those characteristics, then a correlation between self-employment rates in origin and home countries would result for reasons unrelated to culture. As noted above, there are substantial differences in characteristics such as educational attainment and marital status between second-generation immigrants groups.
For example, with respect to the educational attainment, it seems more likely that education and self-employment rates would be positively related since the extent of education increases the types of skills necessary for an individual to assess the extent of the market. For that, it would also not be surprising if the self-employment propensity was positively correlated with age, see Borjas (1986).
We also expect that self-employment propensities are greater for married persons than for single persons since married self-employed persons have identical incentives, see Borjas (1986) .
Column 2 adds to the specification controls for gender, education, age and marital status.
Observations were clustered at the country level. Consistent with the literature, older and more educated second-generation immigrants are more likely to be self-employed. Married male are also more likely to be self-employed than females. For our purposes, what is most important is that the inclusion of these variables has almost no effect on our parameter of interest-the estimated effect of the self-employment rate in home countries.
Another potential source of concern arises if immigrants from countries with high self-employment rates tend to settle in states with high self-employment rates. It is also important to note that programs to promote self-employment varied between states. It thus becomes especially important to include state fixed effects in the empirical specification. Results presented in column 3 show that culture does play a role in explaining self-employment decisions since the greater the selfemployment rate in the country of origin of second-generation immigrants the greater the probability of being self-employed.
Robust Checks

Self-employment vs. All workers or vs. Unemployment
As argued by Fernandez (2007) , culture adjusts very slowly, and so, self-employment rates in other years should lead to similar results. Tables 3 and 4 show the results for the different years of the self-employment rates defined as the ratio of self-employment to labour force. Results do not change with respect to specification in Table 2 . In addition to the cultural proxy, we control for age (and its square), sex, education, gender, marital status and state of residence. Observations are clustered at the country of origin level. The self-employment rate in one's country of origin each five years from 1970 to 2005 has a positive and significant impact in the probability of being selfemployed even when we include demographic and geographical controls.
The cultural proxy used in Table 2 , self-employment rate in 1970, may not perfectly capture people's true attitudes towards self-employment since there is a considerable disagreement on how the self-employment rate should be measured, see Blanchflower (2000) . Differences in results across papers can be explained by differences in the denominator of the self-employment ratio.
On the other hand, several papers focus on the study of the relationship between self-employment and unemployment, see Meager (1992) for a survey in this literature. Some of these works find a positive correlation between self-employment and unemployment, (Evans and Leighton (1989) , Bogenhold and Staber (1991) ,). However, other works find a negative relationship between this two variables (Blanchflower and Oswald (1990), Taylor (1996) , Blanchflower and Oswald (1998) ).
Empirical evidence is not conclusive since there is some disagreement on whether high unemployment acts to encourage or discourage self-employment. These results might somehow obscure the impact of programs which try to promote the unemployed move into self-employment, see Kosanovich and Fleck (2001) for some examples in the US.
In order to tackle this problem we introduce different denominator in our self-employment rate to observe whether it exists differences in the effect of our cultural proxies. We separate the sample into all workers and unemployed and we compare how our cultural proxies affect the probability of being self-employed. What we expect to observe it is no differences in the impact of the cultural proxies when we separate the sample since individuals maintain their behaviour even when perturbations in the form of cyclical aspects appear, which can be identified with differences in the unemployment rate across countries. This is due to the fact that cultural differences has maintained since the behaviour of agents is eventually part of individual preferences and beliefs, as Fernandez (2007) suggesting that culture is an important factor in determining employment decisions. Tables 5 and 8 show the results of the estimations when we separate the sample into all workers and unemployed. We observe similar results when we change the definition of the cultural proxy and the sample. The self-employment rate in one's country of origin has a positive and significant impact on the probability of being self-employed even when we include demographic and geographical controls. We have repeated these analyses using several years for the different measure of the self-employment rates, see tables 6, 7, 9 and 10 and we have obtained similar results.
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Conclusions and Future Research
This paper aims at rigorously disentangling the effects of markets and institutions from the effects of culture in determining self-employment rates. Evidence suggests that culture plays a role in selfemployment decisions even when controlling for person-specific characteristics such as education, age, gender, marital status as well as state of residence: Self-employment rates in the countries of origin of second-generation immigrants have economically and statistically significant effects on their probabilities of being self-employed.
Although we view these results as certainly suggestive of the role of culture in self-employment decisions, we have taken several steps to provide even more convincing evidence. We have also used different measures of self-employment rates and several samples, separating all workers to those unemployed. We find a positive and significant effect of those different measures of selfemployment rates on the probability of being self-employed. We also use different years of selfemployment rates in the countries considered observing similar results.
We plan to explore how countries varied in their cultural attitudes towards self-employment using information on attitudes toward entrepreneurship. Blanchflower et al. (2001) explores differences in "entrepreneurial spirit" using data from the International Social Survey Programme. They use the following question: "Suppose you were working and could choose between different kinds of jobs.
Which would you prefer: being an employee or being self-employed?" as a measure of how entrepreneurship is driven across countries. The problem with this approach is that using individual attitudes as an indicator of culture is the potential for reverse causality, in this sense, individual attitudes can be primarily determined by legal and economic circumstances. This can be avoided if one uses the attitudes of individuals from a different time and place as we plan to explore using the US census data, see Fernandez (2006) . What we expect to find is that individuals who belong to a country of origin with less entrepreneurial spirit tend to be less self-employed.
Given that not only culture is transmitted from the first generation of immigrants to the second, but also the second-generation immigrants inherit there parents' business, and for that, the probability of self-employment depends positively upon whether the individual ever received an inheritance or gift, (Blanchflower and Oswald. 1998) . We plan to test whether the effects of our cultural proxies in first and second-and-higher generation immigrants are maintained using data from the Census 2000, see Antecol (2000) for a similar analysis.
We conclude by reiterating our finding that culture does seem to be a significant determinant of self-employment decisions. We also hope to gain more insights into the evolution of culture on selfemployment.
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